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(B) If the hospital is classified as a
sole community hospital, the payment
adjustment factor is 10 percent.

(C) If the hospital is classified as
both a rural referral center and a sole
community hospital, the payment ad-
justment factor is the greater of 10 per-
cent or 4 percent plus 60 percent of the
difference between the hospital’s dis-
proportionate patient percentage and
30 percent.

(D) If the hospital is not classified as
either a sole community hospital or a
rural referral center, the payment ad-
justment factor is 4 percent.

(iii) If the hospital meets the criteria
of paragraph (c)(1)(iii) of this section,
the payment adjustment factor is equal
to 5 percent.

(iv) If the hospital meets the criteria
of paragraph (c)(1)(iv) of this section,
the payment adjustment factor is 4
percent.

(v) If the hospital meets the criteria
of paragraph (c)(2) of this section, the
payment adjustment factor is as fol-
lows:

(A) 30 percent for discharges occur-
ring on or after April 1, 1990 and before
October 1, 1991.

(B) 35 percent for discharges occur-
ring on or after October 1, 1991.

(e) Reduction in payments for FYs 1998
through 2002. The amounts otherwise
payable to a hospital under paragraph
(d) of this section are reduced by the
following:

(1) For FY 1998, 1 percent.
(2) For FY 1999, 2 percent.
(3) For FY 2000, 3 percent.
(4) For FY 2001, 4 percent.
(5) For FY 2002, 5 percent.
(6) For FYs 2003 and thereafter, 0 per-

cent.

[54 FR 36494, Sept. 1, 1989, as amended at 55
FR 14283, Apr. 17, 1990; 55 FR 15174, Apr. 20,
1990; 55 FR 32088, Aug. 7, 1990; 56 FR 573, Jan.
7, 1991; 56 FR 9633, Mar. 7, 1991; 57 FR 39824,
Sept. 1, 1992; 60 FR 45848, Sept. 1, 1995; 62 FR
46029, Aug. 29, 1997; 63 FR 41004, July 31, 1998]

412.107 Special treatment: Hospitals
that receive an additional update
for FYs 1998 and 1999.

(a) Additional payment update. A hos-
pital that meets the criteria set forth
in paragraph (b) of this section receives
the following increase to its applicable
percentage amount set forth in § 412.63
(p) and (q):

(1) For FY 1998, 0.5 percent.
(2) For FY 1999, 0.3 percent.
(b) Criteria for classification. A hos-

pital is eligible for the additional pay-
ment update set forth in paragraph (a)
of this section if it meets all of the fol-
lowing criteria:

(1) Definition. The hospital is not a
Medicare-dependent, small rural hos-
pital as defined in § 412.108(a) and does
not receive any additional payment
under the following provisions:

(i) The indirect medical education
adjustment made under § 412.105.

(ii) The disproportionate share ad-
justment made under § 412.106.

(2) State criteria. The hospital is lo-
cated in a State in which the aggregate
payment made under § 412.112 (a) and
(c) for hospitals described in paragraph
(b)(1) of this section for their cost re-
porting periods beginning in FY 1995 is
less than the allowable operating costs
described in § 412.2(c) for those hos-
pitals.

(3) Hospital criteria. The aggregate
payment made to the hospital under
§ 412.112 (a) and (c) for the hospital’s
cost reporting period beginning in the
fiscal year in which the additional pay-
ment update described in paragraph (a)
of this section is made is less than the
allowable operating cost described in
§ 412.2(c) for that hospital.

[62 FR 46030, Aug. 29, 1997]

§ 412.108 Special treatment: Medicare-
dependent, small rural hospitals.

(a) Criteria for classification as a Medi-
care-dependent, small rural hospital. (1)
General considerations. For cost report-
ing periods beginning on or after April
1, 1990 and ending before October 1,
1994, or beginning on or after October 1,
1997 and ending before October 1, 2001, a
hospital is classified as a Medicare-de-
pendent, small rural hospital if it is lo-
cated in a rural area (as defined in
§ 412.63(b)) and meets all of the follow-
ing conditions:

(i) The hospital has 100 or fewer beds
as defined in § 412.105(b) during the cost
reporting period.

(ii) The hospital is not also classified
as a sole community hospital under
§ 412.92.

(iii) At least 60 percent of the hos-
pital’s inpatient days or discharges
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